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Dear Applicant: e

We have considered your application for recognition of exemption from Federal
income tax under section 501(c)(7) of the Internal Revenue Code and have
determined that you-do not qualify for exemption under that section. our . ,
reasons for this conclusion and the facts on which it is based are ernlained
below. S AN BRI S T R N
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Evidence submitted indicates you incorporated in .
Articla VI of your Bylaws stata théf .‘the': club will sfrive to mai'niain a‘"' :
minimum of Wl members. At no time will the organization exceed a maximum of
&R members, Cugrently there arefl@ members.” - : R AN

Members are required to pay a ﬂ_,‘i,ni‘gigtioé;fe"ab and $WA monthly dues.

Income is derived from dues ard con‘trjif:Ut‘loné'and expended for activities
related to your functions. ' . S R :

The past activities have been a grand opening and a festival at (R
the proposed activity of the organization will be QR to adults 21 years

of age and older. Both your past and present activities are open to the
genaral public. ¥

Section 501 (c)(7) of the Internal Revenue Code provides for exemption for
clubs organized for pluasure, recreation, and other nonprofitable purposes,
substantially all of the activities of which are for such purposes,and no part
of the net earnings of which inures to the benefit of any private shareholder.
e Rt}

Section 1.501(c)(7)-1 of the Income Tax Regulations provides that, in general,
this exemption extends to social and recreational clubs which are supported
solely by membership fees and assessments. A club which engagas

to the general public or selling products and merchandise is not organized and ‘
Operated exclusively for pleasure and recreational purpaoses.
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Section 1.501(c)

01(c)(7
s ety R
a). The exemption provided .by.se
in section, 501(c)(7) applies only:
‘operated;éxclusive1y#foniplqgsgge.w ecreation;
purposes,” but - does not ‘apply;to’any ¢lublif any’pa
.inures to the benafit]pf=any;bri!§tﬁg$hatﬁh¢lger,"
exemption extends to social and ‘recreation cl s which are
solely by_membershiplfees;;dues}ﬁandiqssggsments:E? ever %
otherwise entitled to'exemptionﬂwill'nqtgg”
raises revenues fromhmembers,thn
connection withp club activitiesis

b). A cllb whigh engagesgin.busingss;§3ugh;§s;makingt§t§JSQCig1*and "
recreational faci]ities'avai1ablébtd“tha"benerqupubliq' is not
organized and operated exq1us{ve1y;fgﬁ~p{ggsu;e;;recreation}ianqFOt
nonprofitable -purposes, and is not?exempt;yndérgsectjgnf501(a)fi&é“Vfu o
Solicitation my advertisement or otherwise for, publjc:patronaga of its, i
facilities is“prima fa:ie evidence. that),the club ‘i
and is not being opersated exclusivaly’
purposes. - i i

_engaging’in business =~ *

Public Law 94-568 as explained in Senate Report No.”94-1318, published int
Cumulative Bulletin 1976-2, page 597, ‘provides:that a club, exempt from .. ." .-
taxation and described in section 501(c)(7); 'is'permitted to :eceive up to 35 .~
percent of its gross receipts from a combinatjqnfgf:investment,1ncome;and.f?'
receipts from nonmember use of its facilities or services, so long as:the ..
latter does not represent more than 15 percent of 'the total recaipts.: It is
further stated that if an organization exceeds these limits, all of the facts

IR gy SR SAL T

+nd circumstances must be considered in determining whether the organization
qualifies for exempt status. : N R N she

' F e o .
Revenue Ruling 65-63, published in Cumulative Bulletin 1965-1, on page’ 240,

holds that a nonprofit organization which, 1in conducting sports car events for
the pleasure and recreation of its members, permits the general public to
attend such events for a fee on a recurring basis and solicits patronage by
advertising, does not qualify for exemption as a club organized and operated

exclusively for pleasure, recreation and other nonprofitable Purposes under
section 501(c)(7) of the Internal Revenue Code. ¢ ' :

In this case, it was held that the solicitation of public patronage of its ‘
activities was prima fazie evidence that the club was engaged in business”and ‘
was not being operate: oxclusively for pleasure, recreation or social -
purposes. The income darivad from public patronage inured to the banefit of
the members. The club vas therafore not qualified for exemption. Hhwer
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assessmentsijﬁThus}ﬂthé;_
allowing members to pool
any compel1ing pub}jc-b fit e
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Your financial information doss not ‘demons ncome ‘der-ived’ from
public was distributed to charity or used:to'pay the vublic’s share of ="
expenses of the fund-raising ‘activities, bu doegﬁindipatﬁfthat‘profitsﬁfrom

the activities were added to the clUb'éjtpeééury;and‘useq or held to be used
for the general operating expenses of,théfc]ub‘ R g T e

sy

The primary purpos?; past and present’is fund-ra
general public, which i i

business. Based upon the facts presented,

qualify for exemption from
Federal income tax as an organization described in saction 501(c)(7) of the

Code. In accordance with this determination, you are required to file Federal
income tax returns on Form 1120.

Therefore, we have concluded that you do not '

If you do not agree with our determination, you may request consideration

of this matter by the Office of Regional Director of Appeals. To do this you
should file a written appeal as explained in the enclossd Publication 892.
Your appeal should give the facts, law, and any other 1nformation‘to support
your position.  If you want a hearing, pleases request it when you file your
appeal and you will be contacted to arrange a date. The hearing may-be held
at the regional office, or, if you request, at any mutually convenient
district office, If you will be represented by someone who is not one of your

principal officers, that person will need to file a power of attorney or tax
authorization with us.




O

If you don't appeal this determina

v
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determination on this matter.:

£ppeals submitted which do not ¢ ta:

: tion within,
letter, as explained'in.Pub]igation 892, thisg

Publication 892 will be returned for camplatit

e

If you have any questions, p]easelébhtact;

thep
number are shown in the heading of. this letter
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Enclosure: Publication 892
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